Me TMX) 


A service of the 
CENTER FOR INFORMATION ON AMERICA 
WASHINGTON, CONNECTICUT 
Volume IX, Number 7 





The Communist 


Economic Challenge-- 


What's It Consist Of? 
How Best Meet It? 


Soviet Russia’s economic challenge to the United States, 
warns Allen W. Dulles, Chief of our Central Intelligence 
Agency, is far more serious than the military threat. 

Spokesmen for labor like President George Meany of the 
AFL-CIO have said much the same thing. 

And a business leader like Clarence B. Randall, former head 
of the Board of Inland Steel, and chairman of the bi-partisan 
U. S. Commission which in 1953 issued a report on world 
trade that helped shape our foreign economic policy, adds 
this observation: “The danger of military war we now under- 
stand. In fact it has become almost an obsession with us... . 
But we still ignore the economic war which now threatens 
and the enormous danger of a different sort which it might 
cause. 

The world’s great hope that there will be no World War 
III lies in the growing realization that such a war would be 
universal suicide. 

But the U.S.S.R. now is boasting that it will surpass the 
U.S.A. in economic power. It is proclaiming its confidence 
that it can beat us at our own game and without resort to 
military violence, and thus accomplish its purpose of world 
revolution. That—Mr. Krushchev explained during his re- 
cent visit—is what he meant when he predicted that com- 
munism will “bury” capitalism. 

If Soviet economic growth were being directed primarily 
toward improving living standards for the Russian people, 
that would be different. But it isn’t. The Soviet consumer 
is still told to wait. What's ominous in the Soviet economic 
challenge is its tone of aggression. Mr. K. has declared that 
the “growth of industrial and agricultural production is the 
battering ram with which we shall smash the capitalist system.” 

Our World and Theirs. In the communist world with the 
Soviet Union are Russia's satellites. It includes also Jugoslavia. 
Of course there is also Communist China, where the drive 
for economic advancement moves forward with particular 
ruthlessness as far as the rights and freedom of decision of the 
individual are concerned. 

The communist world embraces about one-half of the earth’s 
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people and covers about one-quarter of its surface. In the non- 
communist world are the United States, Canada, the nations 
of Western Europe, Japan, and Latin America where the idea 
of economic assistance started some eleven years ago in the 
form of technical and other aid from the United States to help 
Latin American countries in their own development. 

Also not in the communist world, but undeveloped and 
largely uncommitted, are the new nations of Africa, Asia, 
and the Middle East. 

What We All Want. Mankind wants “the good life.” That 
is the universal aspiration. 

Today more and more people believe this can be achieved 
through industrialization, which, as the United States has 
proved, can produce a high standard of living. U.S. accomplish- 
ment in technology and management includes among its eager 
imitators the Communists themselves. 

It is industrialization that the new, underdeveloped nations 
are aspiring to as the key to prosperity and to removal of those 
ills that beset humanity. 


How Industrialization Is Accomplished. Building an in- 
dustrial civilization is expensive, and so is the creation of the 
services needed to operate it, such as roads and railroads, com- 
munications, power networks, and trained manpower. In the 
industrial nations of the West, the shift from agriculture and 
handicrafts to an urbanized and industrialized economy took 
place over a long and often painful period which included 
dislocations and social strains and widespread suffering among 
the laboring poor. 

In Russia, though the formidable achievements in productive 





power of which Mr. K. boasts have been accomplished within 
two generations, this has been done at similar cost of suffer- 
ing, and, in addition, by means of absolute dictation from the 
top. Using coercion and terror, along with appeals to idealism 
and the hope of a bright future, the Soviet dictatorship has 
regimented and controlled the laboring masses of the US.S.R. 
to accomplish its purpose. 

This same cruel process is at its height in China now. But 
the USS.R. seems to be reaching the “breakthrough” point at 
which the benefits of this speeded-up industrialization can 
begin to be realized. And there are many indications that the 
Russian people, though still told what to do, approve of the 
results and are working with enthusiasm to “catch up to and 
beat the United States.” 


Competitive Co-existence —Cold War Phase. The com- 
munist economic challenge dates from even before the close 
of World War II, when the Soviet Union and the U.S.A. were 
both fighting on the same side. 

After the war, the Soviet dictatorship concentrated on indus- 
trial expansion. With its economy arbitrarily controlled from 
above, it could direct the flow of its increasing industrialism 
in any direction. A great deal went into the creation of armed 
might. 

As a result of the war and its aftermath, the U.S.S.R. had 
acquired two large additions to its economic potential. One 
was the incorporation into its system of East Germany, Poland, 
and Hungary, along with other satellites. The populations of 
each of these three were further advanced in the direction of 
urban-industrial development than was Russia itself. The So- 
viet also acquired Red China as confederate and ally. With a 
population of six hundred million, China has an industrial and 


political potential which Russia was quick to encourage, in- 
vesting four billion dollars towards helping China develop. 
Once we caught on to the danger, we extended a military 
shield over Western Europe and the Mediterranean in order 
to check further communist territorial expansion. To build 
up the broken economies of the West (communism advances 
most readily where there is poverty and therefore social un- 
rest), we invested twenty-five billion dollars, under the Mar- 





shall Plan, for the rehabilitation of Europe. Since 1945, we 
have transferred seventy billion dollars in international aid 
through our Point 4 and other programs. 

In economic terms, our investment in Europe has paid off 
handsomely and beyond expectation. Politically, communism 
was checked, and Western Europe, back on its feet, is thriv- 
ing. 

By an impressive display of policy and resolution, we won 
that round of the contest. 

Competitive Co-existence in the Underdeveloped 
Areas. It is at the uncommitted and undeveloped nations 
that the Soviet challenge now is chiefly directed, and with 
economic weapons. 

The Communists believe that their best opportunity lies in 
taking advantage of the fervent desire of these countries to 
improve their situation through industrialization. 

History has shown that, without help from outside, or un- 
usual conditions and circumstances within, industrialization is 
a long and hard process. This process the U.S.S.R. proposes 
to speed up for countries that can be persuaded to accept help 
on terms and conditions set by the Soviets. The great danger 
for such countries in accepting Soviet trade and aid lies in 
the likelihood that a free nation may develop a dependence on 
the Communist Bloc from which it cannot extricate itself. If 
Communist help includes provision of arms, with military ad- 
visors to instruct how to use them, the nation’s independence. 
may be in serious peril. 

Either way, once Soviet influence moves in, communism is 
in a favorable position to take over. Premier Krushchev him- 
self has said bluntly enough: “We value trade least for eco- 
nomic reasons and most for political purposes.” 

In contrast, President Eisenhower has declared: “For the 
free world there is the challenge to convince a billion people 
in the less developed areas that there is a way of life by which 
they can have bread and the ballot, a better living and the 
right to choose the means of their livelihood, social change 
and social justice—in short, progress and liberty. The dignity 
of man is at stake.” 

If we taper off aid in the face of this Russian challenge, 
it would be an abdication. Moreover, aid need not be like 
pouring water down a bottomless drain. The “breakthrough” 
point is presently reached, where the economic machinery 
takes care of itself. 

Soviet Technique in Trade and Aid. Since 1953, Soviet 
missions, with contracts for trade agreements in their pockets, 
have popped up all over the place. So have eye-catching Rus- 
sian trade exhibitions and fairs. 

Chief targets for such pacts are the less-developed coun- 
tries, with aid—Soviet style—also in view. As in Cuba, the 
game is apt to begin with a well-timed visit by a leading So- 
viet official like First Deputy Premier Mikoyan, followed by 
announcement of some trade deal which the situation of the 


moment helps make possible. Though the United States en- 
ables Cuba’s sugar industry to hold up by regular large pur- 
chases of Cuban sugar at rates even higher than the world 
price, Russia’s purchase of a smaller quantity, at a lower price, 
grabbed the favorable publicity. 

Much the same technique, along with binding agreements, 
could rob us of raw materials which we need to import for 
use in our own economy. It will be well for us to be on our 
guard against this by increasingly developing good trade rela- 
tionships with underdeveloped areas. 

Because the communist dictatorship calls the plays and can 
move in fast to use trade as a political weapon, it can do the 
sort of thing it has done in Cuba. It will even buy raw ma- 
terials which it doesn’t need, like Burmese rice or Sudanese 
cotton, if political advantage can thereby be gained. Friends 
are rewarded and enemies punished by such shifts in the So- 
viet trade pattern. Thus the Soviet Union will also turn trade 
off on the spur of the moment if it is displeased, as it did in 
Israel and Japan. Dictatorial operations like that don’t go un- 
noticed in uncommitted countries, but many of these coun- 
tries, especially if underdeveloped, have raw materials to sell. 
Russia still is in a position where she can use many of these. 
Such countries often are dissatisfied with world market prices. 
Soviet propaganda has taken advantage of this by maintaining 
that low prices are the result of deliberate manipulation by 
“imperialist monopolies” who hold these countries down and 
prevent them from building up their own industrial produc- 
tion. 

Soviet economic aid to such countries is almost all in the 
form of interest-bearing credits to finance special projects. 
Thus the prospect of repayment, with interest, though at the 
low rate of two or two and one-half percent, makes such as- 
sistance virtually free of cost to the U.S.S.R. 

Generally the agreement includes deferred payment until 
completion of what the money was loaned for begins to bring 
in returns. Above all, in trying to win friends and influence 
people, the U.S.S.R. likes to create the impression that it is 
bound to be more sympathetic and understanding than the 
capitalist countries, since it, too, very recently was under- 
developed. Along with the example of Soviet industrial growth 
and technical and scientific achievement, this is an argument 
hard to resist, no matter how dubious a new nation may be 
concerning final results of such proffers of friendship. 

While this is going on, agents of the U.S.S.R. are also on 
the lookout for able young men and women to invite to Mos- 
cow for further training, and, of course, Soviet indoctrination. 

In its use of trade and aid as political weapons, the Soviet 
dictatorship is carefully placing its shots and directing its 





efforts to where they count most. This policy gives an im- 
pression of scope highly useful as propaganda. Afghanistan, 
India, Indonesia, Iraq, and the United Arab Republic represent 
areas on which the U.S.S.R. has been concentrating. The well- 
publicized Soviet provision of one hundred million dollars in 
credit at two and one-half percent to cover costs of the first 
stage of construction of the Aswan Dam in Egypt is a case in 
point. And the arrangement calls for repayment to begin only 
after this huge irrigation and power project has begun to be 
of benefit. 

The U.S.S.R. is stepping up its negotiations for similar ar- 
rangements to finance the construction and equipment of fac- 


tories and public works in southeast Asia, Africa, and Latin 
— and is sending in its technicians to help with the 
jobs. 

Our Own Program of Aid and Trade in Developing 
Countries. Let's call such countries “developing,” rather than 
“underdeveloped,” for that is what they are trying to do. 

The amount of aid we have been making available to them, 
much of it in outright grants, far exceeds that from the Soviet 
Bloc, and began much earlier. Developing nations find that a 
grant or loan from the West permits them to shop around 
in a market composed of many private suppliers. They can 
pick and choose from among a wide assortment of goods and 
services. Signing up with the Soviets for trade and aid means 
the recipient finds himself getting only such goods and ser- 
vices as the Soviet is ready to supply. 





But in its rivalry with us, the U.S.S.R. does have advan- 
tages that communist policy-makers and propagandists are 
ably exploiting. One is suspicion and fear of our motives in 
countries that have revolted against “Western” imperialism. 
On this score, we Americans have a good record. We were our- 
selves colonists under imperialist domination from which we 
won independence. But we were drawn by World War II into 
close alliance with powers that were formerly imperialist. This 
has identified us with them in the minds of sensitive young 
nationalists coached by the Communists. We know that ac- 
tually the U.S.S.R. is today the one power practicing aggres- 
sive imperialism. But it isn’t so easy to warn others. The fact 
that Russia’s nineteenth century imperialism did not succeed 
enables Soviet leaders to get away with an anti-imperialist 
pose and assert that the Soviet is disinterested. 

A further handicap lies in the fact that, though our aid has 
been more than generous in scale, it is haphazard, and we 
have yet to settle on a consistent program. Our aid runs from 
year to year, so it remains impossible to plan a program on 
which nations can depend. 

Our technicians know their stuff. But Russia does not make 
the mistake of sending out any who don’t know the language 
of the country. Perhaps it’s a small point, but speaking the 
language is more flattering, and we should do the same. 

Trade, when it is genuinely a two-way street, is one of the 
most effective forms of aid to a country seeking to modernize 
its economy. Exports help provide the means to pay for im- 
ports needed in development. But for effective aid through 
trade, the U.S. and industrial nations of the West must be 
prepared to adjust their tariffs and regulations to give develop- 
ing countries the benefit of a freer world market. Our State 
Department has declared that the aim of our policy is to en- 
able countries in Asia and Africa to stand on their own feet. 
Our tariff policies tend to have just the opposite effect. For 
example, two million refugees from Communist China have 
collected in Hong Kong. After a long period of virtual star- 
vation, these people developed small industries to keep them- 
selves alive. But the U. S. and Great Britain imposed tariff 
restrictions on the sale of textiles which are making it impos- 
sible for these people to market their products. A demand is 
growing in the United States for tariffs on Japanese textiles, 
tuna fish, optical goods, transistors, and so forth. This is hard- 
ly proof of America’s desire to strengthen Japan’s economy 
and to keep her from turning to Communist Asia for trade 
opportunities denied by the West. 





To tariff restrictions must be added such policies as dump- 
ing agricultural surpluses on the world market; subsidizing 
the export of cotton; requiring our debtors to “buy American,” 
or to ship only in American vessels. 

We should look, too, at the possibility that perhaps one of 
the best ways to meet the Soviet economic challenge may be 
to work out some form of concerted international program, 
probably administered by the U.N., which would counteract 
the suspicion of imperialistic and self-serving motives that the 
Communists like to arouse among the newly free nations. 

What we decide to do about things like this is bound to 
have an effect on whether Russia succeeds or fails in her pro- 
gram of twentieth century imperialism 

The Challenge of Russia Itself. There remains the chal- 
lenge of Russia itself. We are continually being surprised by 
it. We didn’t expect Russia to get the atomic bomb anywhere 
near as soon as she did. We were still talking about launching 
a satellite to spin around the earth when Russia, with her 
Sputnik, actually did it, then lobbed a rocket to the moon. 
We are surprised to discover how great is her emphasis on 
education and research. It has seemed incredible that Russia, 
so long a backward country, would begin catching up to us 
industrially—yet that’s just what she’s doing. 

Every advance she makes, Soviet Russia skillfully publicizes 
to further her designs. 


She is seeking to give the impression that we are lagging, 
while she is forging ahead. 

But a free and dynamic economy, setting high value on 
human liberty and the right of choice, has an extra appeal. If 
we use it wisely, it should give us the advantage in the eyes 
of the people of the world over any system based on dictator- 
ship from the top. 

What we've got to do is actively and energetically live up to 
our best potential, and help others less fortunate than our- 
selves also to achieve a free and dynamic industrialism. 

We will not lose the initiative which the Soviet is seeking 
if we bear in mind that our blessings are based on these prin- 
ciples. 

a and belief are essential if we are to disprove Russia’s 
jibe that we are lagging. Armed with these, there is no threat 
in a challenge. 

And we will need also all the more carefully to examine 
what we are doing both at home and abroad. 

Abroad we shall wish to study how to do the very best job 
with trade and aid. At home we shall wish to find the best 
way to step up economic production. 

To do these things, we've got what it takes. Our best 
moments come when we rise to a sense of great purpose and 
high destiny. This is the crucial point in meeting the Soviet 
challenge. 
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